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TABLE OF CONTENTS INTRODUCTION
Economic power has helped shape American foreign policy for decades. This element of power is very flexible. If used wisely in conjunction with the political, military, and informational elements, it is extremely effective. Whether our nation has a large or small military, our leadership does understand economics, but not necessarily in the same manner the Chinese do as a weapon of warfare. Economics is a great tool to create conditions for further action or to coerce a nation to change its behavior. As the world further embraces globalization, economics as an element of power will only gain greater influence in the United States and around the world. This monograph will look at how China and the U.S. use this element of national power to shape their world. The question is whether we are truly using economics to our advantage as a weapon of warfare to shape the world of tomorrow.
The World of Tomorrow -2050
I want to take you forward in time to the year 2050 for a fictional snapshot of the United States and the world at large if current international economic policies continue. The top six economies in the world (in order) in the year 2050 are: China, United States, India, Japan, Brazil, and Russia. European countries are not within the top six as the European Union imploded due to infighting amongst its members. The United Kingdom sided with the United States as its economy continued to spiral as part of the European Union. The value of one U.S. dollar buys only 2.5 Chinese yuan. The U.S. dollar is no longer seen as stable currency due to the tremendous international debt accrued from overspending and lack of fiscal economic policy.
The United Nations has been replaced by the World Trade Federation (WTF) with 7 permanent members (the top six world economies and additionally the United Kingdom, which the U.S. insisted as a member). The balance of power within this organization is tipped to the east with China, India, Japan, and Russia on one side, with United States, United Kingdom, and Brazil on the other.
Manufacturing and production is now primarily based in the East, as U.S. companies in the past 40 years, continued to move their factories overseas and outsourced technical expertise to Eastern professionals in China, India, and Japan. General Motors and Ford were bought by Toyota in 2042.
The United States is in debt of over 10 trillion dollars. China owns over half of this debt with China continuing to buy our Treasury bonds (albeit it at much lower rates) to keep our interdependent market regulated and the value of their currency stable. Prices in America have spiked in the past 10 years due to lack of foreign investment as the dollar value has declined. China's integrated economy has been affected, but in comparison China's domestic prices have steadily increased with inflation and production, while the U.S. prices have spike in the last 10 years. China now dictates the price of their exports to the United States (the price of foreign controlled debt).
The average American home was $400,000 in 2040, but those prices have fallen in the past 10 years to $250,000. Americans have no savings and owe more than their homes are worth.
Credit cards and bank loan interest rates are so high that the average American cannot afford to get a loan and owes more than they can pay on their credit cards. The government is allowing the American family a one time bankruptcy in an attempt to generate domestic economy. American families are now forced to live within their means for the first time in almost 100 years.
The U.S. government has cut many programs to attempt to balance the budget and become fiscally responsible. Currently, the President is an Independent that was voted into office on a fiscal reform campaign promoting economic responsibility and accountability. Over 90% of voters believe that the U.S. economic policy needs improvement.
Although the world of 2050 is fiction, one can agree that it is certainly not "shaped" for United States success. The questions raised are how did this happen?; why did this happen?; and what can we do today to prevent this future from coming to fruition? As the United States implements economic policy today, it must realize that it is shaping the world we must live in tomorrow. The United States is shaping both our own and China's destiny through its own policies, but is China an innocent player in this game or is China also shaping its own destiny?
Present Day
Following the fall of the Soviet Union in 1991, the United States stands alone today as the only superpower remaining in the world. Many political scientists have speculated that our nation will enjoy this status for many years to come with only China as a possible near peer competitor within the next 25 years. Today, China is rising-peacefully so far. Its focus remains on economic development and winning acceptance as a great power. Is China's economic focus out of necessity or rather is it a calculated plan to gain power against the United States?
China is already emerging as an economic power in Asia. In 2006, China stood as the second-largest economy in the world after the US.
1 U.S. strategy with China focuses on economic engagement, with the hope that increasing wealth within China may eventually lead to democratic reform. China and U.S. economies are interdependent upon one another. It is because of this interdependence coupled with U.S. economic policy that both countries will engage in economic conflict within the future. This paper will analyze both China and U.S. economic policies and determine where the conflicts are. China's true economic strategy will be determined using the published Chinese concept of "Unrestricted
Warfare." An analysis of trade alliances and currency devaluation will determine current Chinese methodologies and strategies in the global market. No other nation has ever made such a run at climbing the economic ladder, and no other country plays this economic game better.
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Beyond China's economy is its large population. China is home to close to 1.5 billion people equal to the populations of Germany, France, and the United Kingdom combined.
Currently, a large urban migration is occurring in the peasant countryside. This migration to the cities is due largely to a lack of government support to rural farmers and the rise of capitalism in urban areas. By 2010, almost half of all Chinese will live in urban areas. 5 This change in China's populous has led to a search for resources to quench the thirst of this new emerging middle class. How the world chooses to quench this appetite will shape not only the U.S.
economy, but every other economy in the world much in the same way that American industrialization and expansion influenced the world over the last hundred years. Neo-realism is not the current economic theory in place today within America's National Security Strategy (NSS). Currently, the NSS strategy using economic means is a more liberal approach using economic enablers to allow democracy to flourish in developing countries. Is this the right economic strategy for us? This monograph will compare the economic arm of national power for both the U.S. and China and how each nation uses or fails to use this important element of national power.
24 Kenneth Waltz, Theory of International Politics (New York, NY: McGraw-Hill, 1979) , 88-97. 25 Ibid.
CHAPTER ONE

U.S. ECONOMIC STRATEGY
The National Security Strategy recognizes the importance of strengthening our economic security, expanding trade and investment, and promoting economic development. We are working to achieve these goals through diplomacy and by sharing the experience of our own development, based on our political and economic freedoms. Success in achieving these economic policy goals is a core part of our National Security Strategy.
Under Secretary of State, Alan P. Larson
26
"Our Nation's cause has always been larger than our Nation's defense. We fight, as we always fight, for a just peace-a peace that favors liberty. We will defend the peace against the threats from terrorists and tyrants. We will preserve the peace by building good relations among the great powers. And we will extend the peace by encouraging free and open societies on every continent."
President George W. Bush
27
America's current way of thinking is skewed toward the military element of national power. The United State has at its disposal many elements of national power (diplomatic, information, military, and economic) to support the U.S. National Security Strategy. The economic arm is a core part of the NSS as articulated in the quote above.
Prior to getting to this core element of the NSS it is important to discuss and understand the basic design of the National Security Strategy.
National Security Strategy (NSS)
According to Deputy National Security Advisor J.D. Crouch, the NSS is "based on the proposition that peace and international stability rest on a foundation of free According to Deputy National Security Advisor J.D. Crouch, the first strategy is really premised on preserving our national, economic, diplomatic, and our military strength. He states that the President has articulated what we need to preserve these elements from and that is terrorism. 30 The second theme describes a long-term strategy to defeating terrorists, focused on defeating their hateful ideology. The third theme recognizes that freedom and democracy are not just a means to an end. This means the U.S. works to end tyranny and to promote effective democracies. The fourth theme of the NSS emphasizes a development strategy that focuses on outcomes.
The NSS articulates an economic strategy or "way forward" approach focused on achieving a spread of democracy throughout the world. The NSS even states the theory behind this approach in the context of the document, "over time, as people gain control over their economic lives, they will insist on more control over their political and personal lives as well."
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Regarding U.S. relations with China, NSS 2006 states that engagement with China is fundamental to our influence on their political future. "As economic growth continues, China will face a growing demand from its own people to follow the path of East Asia's many modern democracies, adding political freedom to economic freedom. Continuing along this path will contribute to regional and international security."
32
According to Deputy National Security Advisor Crouch, the U.S. "needs to encourage nations and reward nations that govern well and invest in their own people, and that we will work 
NSS-Economic Components
One element of national power that is of critical importance because of the recent explosion in technology and globalization is the economic arm. There is no one document alone to find an all encompassing economic strategy which supports the National Security Strategy (NSS) and provides the U.S. government, corporations, small businesses, and every American individual an economic strategy for maintaining our global economic strength. However, economic strategic themes are present throughout the NSS and make up the core underpinnings of the strategy. The NSS provides a clear vision to spread economic prosperity through democracy, globalization, and free trade.
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The National Security Strategy states that economic freedom is "a moral imperative…that also reinforces political freedom."
36 "It creates diversified centers of power and authority that ultimately limit the reach of government. 3. Ensure poor nations participate fully in the rising tide of prosperity.
National Economic Council
The National Economic Council was established in 1993 within the Office of Policy 
Economic Element of National Power
The most potent and flexible ability of the United States to influence events worldwide may not be military, but economic. 41 Increasingly, national leadership may find exercising military power difficult to use in this complex world. One way to think about national power is "the capacity to create capabilities that a nation can use to undertake actions to achieve its A government can use economic means to deter or compel another to take certain actions.
The United States can use its economic power to deny essential goods or services from a potential adversary. The nation can simply refuse to sell certain items to a country, outbid rivals for the sale of the items so that the targeted country cannot purchase the items, deny adversaries the ability to sell goods and services that would reduce their ability to buy certain resources, or get other countries to act against the state in question. A strong economy has a great say among producers and consumers around the world. In some respects, even if the nation is concerned about buying a product from another country, the United States can influence adversaries behavior. Suppose the seller of a raw material decides to export that product to an American adversary.
44
A nation can also use its economy to try to defeat another power. The nation can use its economic power in an attempt to destroy an adversary's capability to take certain actions or destroy power projection. Although the physical defeat of an enemy is usually associated with 
Grand Strategy
China's current grand strategy focuses on a peaceful rise to generate economic growth to allow China to establish itself as a global power. This strategy has emerged as a reaction to China's global position as a weak but potentially powerful state. This strategy will allow China to grow for several decades into a truly great power. In a recent interview conducted by Business Week magazine, both noted economists and authors of the BRIC report, Wilson and Purushothaman, were asked a few questions regarding this report and stated that "in the future the largest economies in the world are no longer necessarily the richest countries." 64 The economic engagement of these countries and the strategies implemented today will be critical to shaping the world of tomorrow.
Quest for Resources
China has an insatiable consumption rate with little end in sight. This consumption rate is directly effecting the world markets. Between 1990 and 2003, China's oil consumption increased 81 percent. The direct effect on the global oil market was an increase of 13 percent.
China's consumption of cement doubled in that 13 year span, the world market demand for cement grew 52 percent. Global demand for stainless steel increased by 48 percent, while demand in China increased eight-fold. 65 On December 11, 2001, China was admitted into the World Trade Organization (WTO).
According to Mike Moore, WTO Director-General, this was truly a defining moment in international economic trade relations. "With China's membership, the WTO will take a major step towards becoming a truly world organization. The near-universal acceptance of its rulesbased system will serve a pivotal role in underpinning global economic cooperation," said Mike
Moore.
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In a September 2001 press release, China made the following commitments prior to acceptance into the WTO 67 :
1. China will provide non-discriminatory treatment to all WTO Members. All foreign individuals and enterprises, including those not invested or registered in China, will be accorded treatment no less favorable than that accorded to enterprises in china with respect to the right to trade.
2. China will eliminate dual pricing practices as well as differences in treatment accorded to goods produced for sale in China in comparison to those produced for export.
3. Price controls will not be used for purposes of affording protection to domestic industries or services providers.
4. The WTO Agreement will be implemented by China in an effective and uniform manner by revising its existing domestic laws and enacting new legislation fully in compliance with the WTO Agreement.
5. Within three years of accession all enterprises will have the right to import and export all goods and trade them throughout the customs territory with limited exceptions.
6. China will not maintain or introduce any export subsidies on agricultural products. According to realist political scientist John Mearsheimer, a theory that explains how rising powers are likely to act and how other states will react to them predicts the future of Asia.
"My theory of international politics says that the mightiest states attempt to establish hegemony in their own region while making sure that no rival great power dominates another region. The ultimate goal of every great power is to maximize its share of world power and eventually situation closely to determine China's strategy in the East as it shapes itself through its economic element of national power.
ECONOMIC WARFARE?
"This is to say that there is nothing in the world today that cannot become a weapon...As we see it, a single man-made stock market crash, a single computer virus invasion, or a single rumor or scandal that results in the fluctuation in the enemy country's exchange rates or espouses the leaders of an enemy country on the Internet, all can be included in the ranks of new-concept weapons…The new concept of weapons will cause ordinary people and military men alike to be greatly astonished at the fact that commonplace things that are close to them can also become weapons with which to engage in war."
Unrestricted Warfare
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"He who wants to win today's wars, or those of tomorrow, to have victory firmly in his grasp, must "combine" all the resources of war which he has at his disposal and use them as means to prosecute the war."
Unrestricted Warfare
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The quotations above are from a book by two former Chinese Colonels in the People's Liberation Army (PLA), Col Qiao Liang and Col Wang Xiangsui, called Unrestrictive Warfare:
China's Master Plan to Destroy America. These Colonels view traditional warfare as limited and that future warfare will test the limits of war and develop many more means to achieve victory.
Warfare is no longer an activity confined to the military sphere or "domain," but rather can be decided by political factors, economic factors, diplomatic factors, cultural factors, technological factors, or non-military factors. 82 The domains of politics, economics, and diplomacy are the new battlefields of future warfare. These are elements of a new "beyond limits" approach to warfare which combines all the resources of war to achieve victory.
A "beyond limits" warfare approach focuses on the different "means" available to be utilized to achieve an objective. This approach to warfare is described in Unrestricted Warfare as 84 In the current world of unprecedented complexity, the various application of varying means led to a solution to the crisis.
In the current world of globalization and economic integration, an economically powerful country has at its means much more than economic blockades, arms embargos, trade sanctions, and military threats to coerce another country. Instead, a country could adjust its own financial strategy, using currency revaluation or devaluation as a primary means to gain the upper hand in public opinion and make financial crisis appear within the targeted country, ultimately weakening the country's overall power as well as military strength.
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The Southeast Asian financial crisis is an example which led to the lowering of the arms race in that region of the world. China could use this approach to affect the world economy. It is tempting to "mirror image" those from the East, but that would be a mistake. Our elements of national power are "our elements of national power." We wield these instruments differently than China does. This understanding is the first step in truly understanding just how dangerous the economic interdependence policy of the National Security Strategy can be. Should we continue to promote China's rise at the expense of the almighty U.S. dollar? The future is definitely uncertain with this economic interdependence strategy and could ultimately lead to U.S. demise. Economic power has helped shape American foreign policy for decades. This element of power is very flexible. If used wisely in conjunction with the political, military, and informational elements, it is hard to beat. Whether our nation has a large or small military, our leadership does understand economics, but not necessarily in the same manner the Chinese do as a weapon of warfare. Economics is a great tool to create conditions for further action or to coerce a nation to change its behavior. As the world further embraces globalization, economics as an element of power will only gain greater influence in the United States and around the world. The question is whether or not we are truly using economics to our advantage as a weapon of warfare to shape the world of tomorrow with China possibly at the top.
